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vice president of an Enterprise, and
any individual, without regard to title,
who has similar responsibilities.

§§1710.3-1710.9 [Reserved]

Subpart B—Corporate Practices
and Procedures

§1710.10 Law applicable to corporate
governance.

(a) General. The corporate governance
practices and procedures of each Enter-
prise shall comply with applicable
chartering acts and other Federal law,
rules, and regulations, and shall be
consistent with the safe and sound op-
erations of the Enterprise.

(b) Election and designation of body of
law. (1) To the extent not inconsistent
with paragraph (a) of this section, each
Enterprise shall follow the corporate
governance practices and procedures of
the law of the jurisdiction in which the
principal office of the Enterprise is lo-
cated, as amended; Delaware General
Corporation Law, Del. Code Ann. tit. 8,
as amended; or the Revised Model Busi-
ness Corporation Act, as amended.

(2) Each Enterprise shall designate in
its bylaws the body of law elected for
its corporate governance practices and
procedures pursuant to this paragraph
within 90 calendar days from August 5,
2002.

§1710.11 Committees of board of direc-
tors.

(a) General. The board of directors
may rely, in directing the Enterprise,
on reports from committees of the
board of directors, provided, however,
that no committee of the board of di-
rectors shall have the authority of the
board of directors to amend the bylaws
and no committee shall operate to re-
lieve the board of directors or any
board member of a responsibility im-
posed by applicable law, rule, or regu-
lation.

(b) Audit and compensation committees.
Each Enterprise shall provide in its by-
laws, within 90 calendar days from Au-
gust 5, 2002, for the establishment of,
however styled:

(1) An audit committee that is in
compliance with the charter, independ-
ence, composition, expertise, and other
requirements of the audit committee

§1710.15

rules of the NYSE, as from time to
time amended, unless otherwise pro-
vided by OFHEO; and

(2) A compensation committee, the
membership of which is to include at
least three independent board members
and the duties of which include, at a
minimum, oversight of compensation
policies and plans for executive officers
and employees and approving the com-
pensation of senior executive officers.

§1710.12 Compensation of board mem-
bers, executive officers, and em-
ployees.

Compensation of board members, ex-
ecutive officers, and employees shall
not be in excess of that which is rea-
sonable and commensurate with their
duties and responsibilities and comply
with applicable laws, rules, and regula-
tions.

§1710.13 Quorum of board of direc-
tors; proxies not permissible.

Each Enterprise shall provide in its
bylaws, within 90 calendar days from
August 5, 2002, that, for the transaction
of business, a quorum of the board of
directors is at least a majority of the
entire board of directors and that a
board member may not vote by proxy.

§1710.14 Conflict-of-interest stand-

ards.

Each Enterprise shall establish and
administer written conflict-of-interest
standards that are reasonably designed
to assure the ability of board members,
executive officers, and employees of
the Enterprise to discharge their duties
and responsibilities, on behalf of the
Enterprise, in an objective and impar-
tial manner.

§1710.15 Conduct and responsibilities
of board of directors.

(a) Purpose. The purpose of this sec-
tion, and of this subpart, is to set forth
minimum standards of the conduct and
responsibilities of the board of direc-
tors in furtherance of the safe and
sound operations of each Enterprise.
The provisions of this section neither
provide shareholders of an Enterprise
with additional rights nor impose li-
ability on any board member under
State law.
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